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BUTCH LAMBERT: Ladies and gentlemen, 1it’s 4

little bit after 9:00. It’s time for us to begin he
proceedings this morning. I’"l11l remind everyone that if
you have cell phones or other communication devices,
pl ease turn those off or put them on vibrate. If you
must take a call, we’d ask that you take that outside in
the lobby. At this time, I’11 ask the Board members to
pl ease i ntroduce thensel ves beginning with Ms. Dye.
KATI E DYE: Good norning. I’'m Katie Dye and a
publ i ¢ menber from Buchanan County.

SHARON PIGEON: I'm Sharon Pigeon with the

of fice of the Attorney General.

BUTCH LAMBERT : I'm Butch Lambert, the

representative with the Departnent of Mnes, Mnerals
and Energy.

BILL HARRI'S: (Good morning. I’m Bill Harris, 4

public menmber from Wse County.
DONNI E RATLIFF: Donnie Ratliff representing

coal from Wse County.

BRUCE PRATHER: I’'m Bruce Prater. I represent

the oil and gas industry on the Board.

MARY QUI LLEN: Mary Quillen, a public nenber.

BUTCH LAMBERT: Thank you. At this time, we’ll

enter into public comment period. First on the sign up
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sheet is Mtchell Counts. Pl ease state your name for
t he record.

M TCHELL COUNTS: MWy nane is Mtchell Counts.

I'm a retired miner. I have the same problem that I’'ve
had every since I started coming here and that’s trying
to get out of a paying a lawer to get what...what is
comng to ne. | noticed a gentlenen that spoke after ne
| ast week started telling us how nuch oil we have and
how we’re going to build our state up and we can run it
for the next 50 years on natural gas or nethane gas.
Somehow there’s a difference in that. And there’s...I
t hi nk you have to pay for sonething before you sell it.
I've not received any compensation for any of the gas
that was on ny property. O course, the gas has been
taken off for 20 years now. I'd like to know what his
plan is for the land owner, the people that own this
gas. Are we goling to give 1t to the state or if we’ve
got noney comng, how in the world are we going to get

it? How do we get our money? I’'m sure every land owner

in here would like to know the sane thing. How do
we...how do we get paid for what 1is ours? They’ve
already taken it for 20 vyears. I'm going to die

before...before | get a penny of it it looks like. But

| will be here every nonth until | die, | guess, trying
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to get paid for what has already been taken fromny | and
and what’s to come. What’s to come is the big number.
I'm sure they would like to settle...just to settle and
buy it all before we get into the billions and billions
of cubic feet of gas that l|ays before the Virginia
Pocahontas. I'm sure there are plenty of people here
t hat know about that. The gentleman al so said sonething
about fracing the ground wth the gas wells. The best
information that I’ve found out on that is pbs.orgneedto
know.com You can find out what the rest of the country
feels 1like about fracing the ground. There’s people
getting di shwater com ng back through the...or it |ooks
| i ke dishwater only it wll burn you comng back to
their sinks right now There is no way that you can
frac the ground and do it in a way that’s going to help
the ecology. That’s about all I’'ve got to say.

BUTCH LAMBERT: Thank you, M. Counts.

M TCHELL COUNTS: Thank you for your tine.
BUTCH LAMBERT: Cat herine Jewel | .

CATHERI NE JEWELL: I’'m Catherine Jewell. I have

a couple of questions here, which you nmay or nay not
want to answer. A while back we heard about a database
of the unknowns and unl ocat eabl e types. | think it was

j ust a nane dat abase. That several people from DGO and




DMME were working on this. I'"d like to know, one, what
the status of that is. This little thing behind ne
that says, what’s the intent? I mean, it would be nice
to have a database on all of the people, but why...why
woul d you do a dat abase just on the unknowns. | tend to
think that maybe this mght have sonething to do wth
t hese would be the funds that would be escheated to the
est at e. | get sort of paranoid about those things. I
have a feeling that might be what’s behind it. Can I
hear what the status of the unknown is?

BUTCH LAMBERT: As we said a couple of nonths

ago, we wouldn’t address any questions. But I think
that’s a legitimate question and that’s one that the
public probably has a great interest in. Since we have
been working on a database, it has greatly expanded. W
have four people...well, actually, we have about seven
people total working on that database and it wll
enconpass nuch, nmuch nore than just the unknown and
unl ocat eabl es. People can do a searchable of that
dat abase. W had originally estimated to have that
conpl eted by the end of Novenber, but | think that wll
now go into maybe early next year given how that has
been expanded to take in nore additional information.

CATHERINE JEWELL: So, vyou’re...your hopes 1is
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t hat sonebody who cones in and says I don’t know
if I'm on...you know, my heirship is this but I don’t
know 1f they’ve not located me that you could actually
do a search and pull up all units that that person m ght
be

in. |Is that sort of the plan?

BUTCH LANMBERT: | f the person has the

| nformation, either docket nunber or well nane or---7?

CATHERI NE JEVELL: Oh, it’s going to be based on

t hat . It wouldn’t be---.

BUTCH LAMBERT: There will be several searchabl e

fields. You Jjust won’t---.

CATHERI NE JEWELL: Ckay.

BUTCH LAMBERT: ---have to be...you won’t be

able to just to pick a nanme and search. You can also
pick a well. You can pick a unit. That’s why thein
expanding it. W have extended that date to conplete

t hat well on.

CATHERINE JEWELL: Is it...l would just suggest
that maybe it mght be easier...it mght be helpful to
Just have a name that you could search. I know there’s
problems with that. But |...you know, a |ot of people

have...you know, grandad m ght have had a tract here, a

tract here and a tract here. They mght be |ocated and

9




found here and they’re not here. I have talked with
peopl e that were |ocated and | eased and being paid on a
portion of the tract. The next unit over where that
same tract fell into, they were listed as an unknown.
So, I mean I’'d like to, you know---.

BUTCH LAMBERT : We’re trying...we’re

trying...we’re looking at everything we can possibly
think of to put in that database to make a searchabl e
dat abase.

CATHERI NE JEWELL: Ckay.

BUTCH LAMBERT: So, after we get it public, we

wel conme i nput on things that we can inprove. But | hope
t hat answered the question.

CATHERI NE JEVELL: Yes, that does. I'm glad to

see that there’s progress on that and hopefully it’s not
t owards what could be escheated to the estate. Peggy
Barber’s appointment, I think, expired at the end of
June.

BUTCH LAMBERT: Yes, it did.

CATHERI NE JEWELL: Did we have sonebody or when

are we going to have our public rep?

BUTCH LAMBERT: I can’t answer that question. I

really don’t know. That’s...we haven’t had any word

from the Governor’s office on that replacement.
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CATHERI NE JEWELL: Okay. | think a couple of

months ago I’d mentioned that the bl anket bonds for CNX
and EQI, which they exercised the blanket bonds due to
having nore than 50 wells and that each one of these

conpani es had maybe over 3,000 wells and that that bond

actually equated to $33 per well. Now, gas and oil is
exenpted from the clean water act. 1It’s also exempted
from (inaudible). | would like to see the state and the

peopl e that are supposed to be protecting us nmaybe junp
on this and get a bond that is feasible with what
the...or a bond that is equivalent to what the actua
cost or around the cost of what plugging would be

because, you know, it just...to ne it just seens |ike we

are creating a (inaudible). $33 a well, what would that
pay for? I’m not too sure. But maybe a couple of feet
of pipe or cenent or sonething. Two nonths ago |

requested that EQI wells have always been | abel ed VC, PC
and now VCI prefixes. You can’t tell where these wells
are | ocated. CNX has...uses a grid. So, there would be
li ke A-38 and an A-38 if you pull that unit up you’ll
find how many wells are in A-38 provided that these sone
of these wells did not occur prior to say 1992 where
they had sort of strange labeling systems. But, I’d

|i ke to see a grid of these units and how t hese equate.
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What wells are in what units. If not a grid, just a
printout saying, you know, this unit we have and this is
the wells that we have. This is the first well. Thi s
is a VCI increased density well because it’s very hard
for people to figure out, well, you know, I’ve got this
VC, you know, well on ny property, but I really don’t
know i f my unit shared, this 60 acre...58 point whatever
acre unit, 1f there’s another well in it. I’'m not going
to wal k all over that 58 point whatever acre unit to try
to see where that other well 1is. There’s no way for
t hat person to figure out if there’s another well. So,
I mean, I just think that’s a reasonable request.

| was down at the Courthouse not too |ong ago
and | was pulling sonme supplenental orders and | noticed
that a lot of these supplenental orders were mssing
maps. They did not have the attached exhibits. I don’t
know if 1it’s Just the copy that’s filed in the
Cour t house. The Courthouse is generally what people
woul d search for to do a property search and to do 4
title search on whatever. If you don’t have a map, that
little supplenental order neans absolutely nothing
because I can’t locate it and nobody can 1locate 1it.
There’s not a description of these things. These files

are 1incomplete. I've seen exhibits where there’s no
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Exhibit E. There’s no Exhibit EE, but there’s clearly
when you | ook at the B Exhibit there should be sone...at
| east the Exhibit E, you know, explaining where that
escrow stuff and maybe if you pull that same file and
you pull the application you see those exhibits. For
sone reason they’re missing. I mean, this could be
si nply, you know, failure to include the whole thing. I
don’t know. But I think that’s an issue because like I
said, that’s the first place you go when you look for
title.

I have a question and you probably won’t be
able to answer this. Since there was never a contract
Wi th respect to a person chosen to go carried or a non-
participating owner of person choosing to participate.
Choosing to participate nmakes you an equivalent to the
oper at or . Wien you choose to go carried, what is your
liability with respect to plugging the well? Because
vou’ve offset vyour 200% or 300% 1if vyou’re a lease
hol der ? Do you have an obligation with respect to
plugging the well? Because I would hate to, I don’t
know, elect to be carried and then 30 years or 60 years
or whatever we’re forecasting these wells to be that all
of a sudden this operator has filed Chapter whatever and

they cone to me and say, you know, fork over the noney
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to plug this well because I’'d want to know what my
liability is and | think that needs to be addressed.

| also would Iike to know. .. have an idea or how
many wells had been plugged? How many wells are out
there that are open and that have been open for over 10
years? How many have been open for over 5 years and how
many have been open for 2 years? And if...l assune we
plug these wells for the environnental and health and
safety reasons. If we’re not plugging them, I’'d like to
know why.

I'"ve mentioned this before, I’d like to see
t hese water tests to include bacteria because this seens
to be the major contam nation that is happening to water
wells that still exists where we have not publically
funded huge anounts of public service water at a huge
expense to cover for where water wells have been
contamnated. I’d like to see bacteria concentration in
the water that is wused to...used to...while vyou’re
drilling the well before that ground water protection
string 1s laid. Right now they’re taking it from
streans that are considered and have been considered for
decades by DCR and DEQ as inpaired streans.

Back, | think it mght have been April, where

Dr. Waltz was in here he tal ked about sone regul ations
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and changes and he tal ked about where these increased
density now every...every well or wunit that you are
approving for increased density would have to have a
permit fee associated with it. I don’t know because I
don’t look at what the permit fees are. But when a
person cones in here with 30 or 40 increased density
wells, are we assessing the sane permt fee that we’ve

been assessing for a person who has a nodification for

one unit. And, also, a while back, | submtted a bunch
of comments on regulations for the gas and oil. I’'ve
not seen the status of any of those things. So, that’s
all | have to say. Thank you.

BUTCH LAMBERT: Greg Kozear ?

GREG KOZEAR: I’'m not going to comment.
BUTCH LAMBERT: Shirl ey Keen.

SHI RLEY KEEN: Good nor ni ng.
BUTCH LAMBERT: Good nor ni ng.

BlILL HARRI S: Good nor ni ng.

SH RLEY KEEN: I’'m Shirley Keen. As you all

know, | |ive in Buchanan County. A gentlenman spoke | ast
nonth on the gas, which Mtch Counts has al ready covered
t hat . But | personally know about the water. | had a
ni ece, she turn on the faucet to get dishwater and it

| ooked |ike soap com ng out of the sink. She put her
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hands under that water and it peeled the hide...her
hands broke out. It took the hide off of her hands

The gentleman said the water is not being affected.
Yes, it is being affected. Personally, we know this.
If the people that’s speaking would conme to the county
and look and see and know what’s going on, then they can

talk and people might believe it. But I’'m not one to be

against any Jjob closing or anything like that. I'm not
for that. But the people in the county are being taken
advant age of. Qur water is being danmaged totally. I
know this. I live there. I have lived there for...I'm

62 years old and | noved out for 15 years and cone back.

The water wasn’t like that until these wells were being

drill ed. The people is not being protected from the
wat er, personally | know this. The gentleman that
spoke, | would like for him to come and | ook and see

what he’s telling vyou before he tells you anything
because you’re relying on us to be telling you the truth
and when | speak | tell you the truth. But the water is
bei ng damaged. | want...l want to go on record, the
water 1s being damaged. But I'm not trying to create
nothing with no jobs. I don’t want no jobs shut down. I
j ust want the people in this county...in our county to

be taken care of. If you, as a Board, you’ve never been
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I n Buchanan County to see the danaged, | w sh you would

come and go around and | ook and see the damage that has

been done. | live there. I know. | see things
happening. I know what’s going on. So, 1f you’uns
would like to go over, | would even go around with you

and show you things. But ny niece, the hide cone right
of f her hands. Conme out of her kitchen sink. It did
happen. Thank you very nuch.

BUTCH LAMBERT: Ms. Keen, did your niece file a

conplaint with our Division of Gas and G| ?

SHI RLEY KEEN: Yes. They sent a guy by to check

the water. The water was bad. Then it wasn’t no time
flat until they cone back, well, the water was okay.
Well, the water wasn’t okay. She had to go to the

doctor and get medication for her hands. They couldn’t
take a shower for...well, they had to shut their well
off and haul water from Raven to cook, to bath for
everything for quite a while and then eventually they
come by and put her water. She had to fight, fight and
fight to get it and that’s not right. When they mess up
sonething, it needs to be fixed then and there. If it
was their homes, I’'m sure they would want their water
fixed. They were on...ny sister and her husband is on

di sability. They had no noney to go out and do not hi ng.

17




They had to haul water and go to Raven...they went to ny
aunt’s house and took their baths most of the time and
then when they got to where they couldn’t Just keep
traveling back and forth, they had to haul water in to
t ake baths, to cook and everything. But they fit for I
don’t know how long before they get their water fixed.
Then they wanted to put a pipeline across the |and
before they would fix the water.

BUTCH LAMBERT: Ckay.

SHI RLEY KEEN: And that’s not right. You don’t

do people that way. It is wong. When you tear up
something...if | tore sonmething up of theirs, | would
fix it. That’s...that’s what we want. We own this land
and we want to be protected. We want what’s ours. Our
gas money, we want our gas money. I1t’s ridiculous for
us to have to hire an attorney when our deeds plainly
states coal only and it’s wrote out O-N-L-Y. That is
only. But we have to get an attorney to fight to get
what’s ours and that’s wrong when you’re getting twelve
and a half percent anyway. Then you’ve got to pay 4
lawyer some of that, but I’'11 pay a lawyer before I'11
give it to the coal companies. I'’d rather give it to a
| awyer as to give it to the coal conpani es because they

don’t own it and I’'m not going to give it to them. But
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now this water is being damaged. Thank you.

BUTCH LAMBERT: Thank you. The next item

excuse nme, on the docket is the Board wll receive a
quarterly report from the escrow agent, First Bank and
Trust. Good norning.

LETON HARDI NG Good norning, sir.

KAREN MCDONALD: Good nor ni ng.

BUTCH LAMBERT: dad to have you all this

nor ni ng.

LETON HARDI NG M. Chairnman and nenbers of the

Board and staff, my nane is Leton Harding. | serve as
executive vice president of First Bank and Trust
Conpany.

DEBBI E DAVI S: My name is Debbie Davis. I’m the

trust officer in the Walth Managenent D vi sion.

KAREN MCDONALD: 2And I'm Karen McDonald, the

| nvestment officer in the Trust D vision.

LETON HARDI NG M. Chairnman and nenbers of the

Board and the staff, agai n, we appreciate the
opportunity to be with you today. | personally have not
had the opportunity to join you for a couple of past
neetings, but it has been roughly a year since we began
our initial dialogue in terns of servicing the Board and

this fund. Again, as always, we do appreciate the
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opportunity to serve the Virginia Gas and QI and its
contiguous. M. Chairman, if | may, | just want to add
a couple of things and we’ll Jjust Jump right into the
report. One of the itens that we have discussed wth
the Board is wutilization of the FDA. ..expanded FD (
| nsurance and as we have reported at previous neetings,
the FDIC through a tenporary liquidity program all owed
for all checking accounts that paid a quarter percent or
|less to be conpletely FDIC insured. That was a
regul atory action on the part of the FDIC.  Through the
recent |egislation passed in Washi ngton, the Dodd-Frank
Bill, that was codified and so that now any checking
accounts will have the ability to have unlimted FDIC
| nsurance from January the 1st, 2011 through Decenber
t he 31st, 2012. That sort of renoves, if you will, the
spectrum .. spectra rather of the FD C naking deci sion.
Do they want to do it or do they not want to do it? So,
at least for a period of basically two years and a
quarter, the Board has the assurance that the FDIC in
terms of the noney market or the interest checking
account that we’re offering to you at a quarter percent
Wi 1| remain conpletely FDIC insured. That in no way
I ndi cates that would be our long term recomendation as

you will see fromyour report in just a few nonents. W
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are following the Board’s instructions to try to
di versify and increase yield. However, for those funds
above that, we want you to know that you have that extra
FDI C i nsurance cover age.

Secondly, we continue to woirk wthin our
| ndustry particularly as it relates to electronic
comerce and automatic Cearing House activities. I
know Ms. Davis has talked with you sonme and will talk
W th you again today about other opportunities for us to
| nport information to make sure that, you know, we have
the correct information and in as nuch detail as we
possibly can into the reports. I think we’re doing a
good job with that. But anything that we can put into a
nmechani zed electronic formats, you know, mnimzes any
kind of soneone not seeing sonething or not picking
something up. It’s extremely important to us that we do
an adequate job for the Board and for the escrow
benefi ci ari es.

| was just in WAshington this past weekend at 4
neeting and | know that the big conversation there was
the prospects that we are not |ooking at any kind of
si gni ficant changes in terns of interest rates during
this short-term Most of the dialogue there was about

the Federal Reserve and this proposed what’s called
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Qual itative Easing, which sinply neans that the Federal
Reserve will be going out and buying Treasury Bonds and
that kind of...anytinme you have nore people looking to
do sonmething it can kind of drive the price down and
that’s what we think will generally happen. We
W ll...as Karen wll do at this neeting and at
subsequent meetings, we’ll try to give you our best
advi ce and recommendation visa via what we think the
mar kets are doing, but | think the general census that |
heard |ast week was that we were sill looking for an
extended period of tine for lower interest rates, which
is great 1if you’re borrowing 30 year mortgage at 3.95,
but it’s not so good if you’re looking to increase your
yields as a fixed incone investor. Again, | want to
t hank nenbers of the Board and the staff for giving us
the opportunity to serve and for giving ne the
opportunity to be with you again today. | think at this
point, Karen, are you going to junp in or is Debbie
going to junp in next?

KAREN MCDONALD: Debbie is next.

LETON HARDI NG All right.

DEBBI E DAVI S: Good morning. If you’ll notice

under your first tab, | have conpleted a summary page to

| et you know working interest deposits received for the
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quarter was  $10, 468. 05. Royalty deposits were
$538, 057. 69. Incone earned for the quarter was
$19, 284. 29. Fees taken was $6,515.17. W nmade
di stributions of $232,170.32, which leaves us with a
current market value of $26, 2---.

LETON HARDING 26 mllion.

DEBBI E DAVI S: Excuse ne. $26, 291, 066. 85.

LETON HARDI NG: That’s even a big number for us,

M. Chai r man.

DEBBI E DAVIS: You wll find the spreadsheet for

the nonth of Septenber with each of the colums and the
br eakdowns. One thing that | would like to address is
where we have to keep the separation of the working
| nterest deposits versus the royalty deposits, I'm
fi nding when the producers are sending those checks in,
they’re sending 1t all 1in under one check and then you
have to look in...wth the descriptions trying to
determne which is royalty and which is working. I
don’t know if there’s sonmeway we can work to have that
separated out or meke it nore extinguished of what those
are because with one check, | nmay have...it my be
broken out where there’s five amounts of royaltyj
deposits and maybe five or six anounts of working

I nterest and then I’m having to manually figure, vyou
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know, this check needs to be split so that | can keep
those separated for you all. I apologize. I don’t know
the difference between the working and royalty other
than | need to keep those separate.

LETON HARDI NG M. Chairman, one of the things

that I know with Debbie’s visitations with the Board and
the staff, we  want to continue to investigate
opportunities for electronic delivery of deposits and
i nformation. Many of you are aware of the electronic...
t he automatic clearing house system |If you have direct
deposit or payroll or social security or those kinds of
t hings, but in addition to that that system does all ow
not only for the actual dol | ar anmount to be
communicated, but it also allows for what’s called
addendum i nformation to be conmuni cated. We have, for
exanpl e, a nunber of businesses who provide work for the
State of Virginia and the State whenever they nake a
paynment, for exanpl e, not only wll send over
i nformation relating to the dollar anount but they wll
al so send addendum information, which mght identify,
for exanple, the project. For exanple, if you have
someone doing road work or guardrail work, the invoice
number and all of those kind of things. I'm not saying

t hat woul d necessary be appropriate here, but we know
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that there’s some systems out there that have that
pot enti al and, agai n, anything that we can do
el ectronically to bring in and inport into our data
system it truly mnimzes the potential for, you know,
human i nadvertent error and so forth |ike that. So,
that’s just something, again, we want to highlight for
the Board and we would like to continue to explore over
tine wwth the Board and the producers.

BUTCH LAMBERT: Thank vyou. That’s a very good

suggestion. We’ll work on that one and see what we can
do.
DEBBIE DAVIS: | know at one of our previous

neetings it was discussed that the producer nmmy start
providing gas wth a breakdown of, you know, yes,
they’ve sent 1in this amount of money for this well.
Sonet hing to double check to make sure that | have, in
fact, received all of the checks in question. Do we
know where we’re at on that or---7?

BUTCH LAMBERT: I don’t think we’re anywhere on

t hat .

DAVI D ASBURY: M. Chairman.

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: The letter, the Board and you
signed in June, June the 23rd, | believe, asked the
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operators to prepare their contributions to the escrow
account for the 2010 physical vyear for July 1, ‘09
t hrough June 30, 2010. That information is due to the
Board Decenber the 1st.

BUTCH LAMBERT: That’s the reconciliation that

we asked. Is that the question?

DEBBIE DAVIS: | guess. Il  know it was
discussed. So, you know, I didn’t know if that would be
sonething that would be available to us. Li ke | had

sai d, you know, one of the producers sends i ndividual
checks in individual envelopes and so a lot of tines,
you know, | may get a whole batch on one day and then
two weeks later a few straggled in. So, 1it’s always my
concern has something gotten lost in the mail? I'm I

really getting all that I’'m supposed to be getting.

BUTCH LAMBERT: | think what M. Asbury was
talking...1is talking about, and I’'m not sure this 1is
what you were |ooking for, is we were asking for the

conpanies to reconcile what they send at the end of the
vear. I’'m not sure...you’re looking for something---.

BILL HARRIS: Are you asking for per nonth or

per---7?

DEBBI E DAVIS: You know, that would be...with

t he nunber of checks that are received, that would be
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great. | nean...l know within our departnent any checks
we send out, we produce a check register and, you know,
we double check to make sure, you know...verify the
information. So, I don’t know if that’s something that
woul d be avail abl e---.

BUTCH LAMBERT: So, you’re looking for something

qui cker than the reconciliation that we’re asking for
t he producers to give us at the end of the year?

DEBBI E DAVIS: That’s a double check to make

sure that I'm getting what they say they’re sending me.
LETON HARDI NG And, M. Chairman---.
MARY QUI LLEN: Woul d---7?

LETON HARDI NG: I'm sorry, ma’am.

MARY QUI LLEN: | was just going to ask. Wuld a

copy of like a check register or sonething simlar to
t hat that would be sent to you electronically at the end
of each nonth, would that be hel pful ?

DEBBI E DAVI S: That woul d wor k.

LETON HARDI NG: It doesn’t have to necessarily,

| think, be, you know, a fancy sort of thing.

MARY QUI LLEN: R ght. Just---.

LETON HARDING | think all we want to know is

t hat a check was mail ed- --.

MARY QUILLEN: ---a spreadsheet type of thing
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t hat has this check. Yeah.
LETON HARDING ---and, you know, this---.

MARY QUILLEN:. The date it was nmiled and the

anount .

LETON HARDI NG: Yes, ma’am. And then---.

DEBBI E DAVIS: Right. And then that way | can

Jjust verify with what I’ve posted is proper.

LETON HARDI NG Yeah. | think also, again,

anytime...I mean, again, we’re not here to criticize the
United States Mail System But nost of us understand
that anytime there’s a physical creation of something,
there’s a potential for something to get lost or danaged
or those sorts of things. You know, one of the benefits
of electronic or direct deposit is you don’t worry about
your social security check getting lost in the mail.
It’s just the 3rd of the month it’s in your account. I
think, again, it’s not our...from our standpoint that we
want to dictate to anyone, to the Board or the
producers. We Jjust feel 1like from a due diligence’s
standpoint, you know, it’s nice to have that 1list so
that 1f we we’re expecting a 100 checks to come in and
we have a 100 checks or if we have 99 out of a 100 we
can, you know, communicate with folKks. There is a

system that many institutions will utilize, particularly
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| arger business. W provide this service, for exanple,
for Washi ngton County, Augusta County and Russell County
now called Positive Pay. Basically what happens is
t hose groups tell us checks that they have witten and
then we only post checks against their accounts that
t hey have written. But conversely we can also provide

them as the bank at the end of the nonth a record of

checks that have not cleared yet. So, there are a
nunber of things that are out there that potential...it
doesn’t have to be a very fancy thing. It can simply be

sonet hi ng downl oaded to an Excel Spreadsheet and, you
know, sent to us as well. W just want to nmke sure
that we do the very best that we can and that we’re not
m ssing any checks for the Board or for t he
benefici ari es.

MARY QUILLEN. Well, 1 know we had previously

di scussed the checks coming in in individual envel opes
rather than in one envelope together and how tine
consum ng- - -.

DEBBIE DAVIS: Right. And | do---.

MARY QUI LLEN: ---and how tinme consumng it is

to open all of those env---.

DEBBIE DAVIS: Right. And | do have one

producer that FedEx and sends a whole box wth
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ever yt hi ng.

MARY QU LLEN: R ght. Rght. Yes. And if---.

DEBBIE DAVIS: And then, you know, you’ve got

human error. A check may not get stuck in that box that
should have and there’s no way to verify that, which it
Is sinpler to have the one box rather than the
individual envelopes and there’s a...there’s a cost
| nvol ved with that.

MARY QUI LLEN: Yeabh.

DEBBI E DAVI S: You’re looking at .33 cents with

250 envel opes.

KAREN MCDONALD: . 43.

DEBBIE DAVIS: .43. No, it is .33 because they

get their little bulk rate.
KAREN MCDONALD: Ch. All right.

DEBBIE DAVIS: | opened those yesterday. So

it’s just something that I want to, you know, bring to
your alls attention that you all can think of to try and
hel p address that just so we verify that we are posting
and receiving everything that we shoul d be.

BUTCH LAMBERT: And we appreciate you giving us

t he headsup on that and being able to resolve so that we
can...we do have those cross checks in place. That’s

very inportant that we do that.
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DEBBI E DAVI S: Ri ght.

BUTCH LAMBERT: okay. W will...we took sone

notes on that and we wll see what---.

DEBBI E DAVIS: Ckay. And do you all have any

gquestions on the spreadsheet or any of the totals?
DONNI E RATLI FF: M. Chai r man.
BUTCH LAMBERT: M. Ratliff.

DONNI E RATLIFF: |t appears...you set up an

account nunber for each well and each docket.

DEBBI E DAVIS: | do.

DONNI E RATLI FF: So, that...that part is already

set up as far as trying to do an electronic transfer.

LETON HARDI NG Yes.

DONNI E RATLIFF: In the future, if we did Board

orders and then the Board order requested that account
nunber to offer to the operators, you know, that
shouldn’t take a week. That shouldn’t take but a day.

DEBBI E DAVIS: And, basically, with ny account

number if it’s an active working well, | start it out
Wi th an 80 and then use the last four digits, which is
also the VGOB number. Then you’ll notice at the bottom
of the spreadsheet, | have...they start out with 90.
Those are ones where there has been an order brought

before the Board, but they are not active. | have not
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recei ved noney as of today. And as | do receive noneys
in, I have spoken with Diane to kind of help her, I’ve
started highlighting those in the yellow to let her
know, vyou know, this was a 90 number and now I’'ve
recei ved moneys and it’s being...I’ve brought it up into
t he active spreadsheet now.

LETON HARDING M. Chairman, in terns of M.

Ratliff’s comments, we’d be happy, I mean, to work and
this kind of where...not get really conplex, but you
j ust sort of build a data file and, you know, you can
| mport that over with an HCH  Again, we understand, you
know, a lot of this is transition. Sonme of things, to
be quite frank with you, we’ll take time. We’ re not
asking folks to change it next week or whatever. But we
t hi nk over the |ong haul that that continues to mnimze
any kind of issues relating to the posting of the
accounts and conmmuni cation of information and stuff to
the Board. We’re very...very happy to continue to
proceed the way we are. But, again, our nunber one goal
IS just to do the best job we can and not nake any
particul ar m stakes wth the information we received.

BUTCH LAMBERT: Certainly. W do appreciate any

of fers that we can get from you that wll approve the

system and we’ll work more closely with the electronic
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system that we’re trying to develop in-house that w |
talk to your systens and be able to keep an accurate
record and an accounting of what we’re doing. So,
anyt hing that you have to offer, just like today, is
hi ghly appreciated and we will work with that.

DAVID ASBURY: M. Chairman, mnmay | ask a

gquesti on?

BUTCH LAMBERT: M. Asbury.

DAVID ASBURY: Do you have any of operators

ri ght now currently using HCH?
DEBBI E DAVI S: No.

KAREN MCDONALD: | wanted to take a few m nutes

to review where we are with our investnents in the
escrow accounts. So, on the first page after the second
tab, you’ll see the July 1 to September the 30th review.
V¢ deci ded a while back to begin investing $980,000 in a
6 month CD and $980,000 in a 12 nonth CD over each
month’s period. So, we have purchased for 3 months now
and have the equivalent of 6 investnent units. W are
purchasi ng these in $245, 000 pieces so that the FD Q
coverage flows on each piece. The nature of the CEDARS
Program is as long as vyou do that, vyou’ve got
coverage...FDIC coverage. Just a reminder, we're

earning 50 basis on the 6 nonth CD and 65 basis points
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on the 12 nonth CD. So, ny sheets do not exactly
reconcile to what you’ll see with Debbie’s. What does
reconcile is the investnment of the dollars in the CEDARS
and at the quarter’s end was $5,880,000 and the
dollars...the total dollars invested between the npney
mar ket i nterest bearing account and the CEDARS is...does
match Debbie’s figure of $26,291,066.85. What does not
match Debbie’s is going to be the estimated quarterly
| ncone because of the inflows and outflows through the
| nterest accounts? So, whereas Debbie is showng a
$19, 000 plus interest earned, this is...mne is just an
approximation to give you a sense of how investing in
the CEDARS provides you nore return and shows that
we’re...you know, we’re doubling what you’re getting in
t he interest bearing account and even better with the 65
basi s points. The Board instructed, the next page, to
continue this process through the end of the year. So,
this sheet shows what the investnents wll [look Iike
approxi mately at Decenber the 31st. At that point, we
wi || have $11,760,000 invested in the CEDARS program
Depending on the dollars that come and go, we’ll have
approxi mtely $14,000,000 invested in the interest
account . So, approximately...you can see that our

i nterest...estimted incone earned will increase in this
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next quarter and you’ll start to see the Dbenefits

significantly from the CEDARS investnents and have

approxi mately $23,000 of income for the quarter.
Once...let’s go to the third page. That summarizes,
again, just estimated incone based on...for the year

based on what we have done and what we intend to do

t hrough your instruction through 12/31. So, we wll
have earned approximately $74,000 in interest. Agai n,
that is an approxi mate nunber. But once we arrive at
January, we will start having the 6 nonth CDs start to

peel off and, again, we’ll be back in a higher money
mar ket or interest bearing account sone. So, we wll
not...unless you ask us to be present, we will not be
here again until January and we’ve been purchasing these
CEDARS at the beginning of each nonth. So, if the Board
would |ike to nmake a comment today and talk about
I nstructing us for January 1 how to proceed, otherw se,
we W ll just begin to watch the CEDARS nonthly mature.
Only $980,000 will mature...wll mature each nonth and
not the 12 nonth CD. So, we have...we will be investing
nore until Decenber the 31st and then we wll Dbe
mat uri ng, but once January gets here we wll start to
have half of each maturi ng.

LETON HARDING If | could add, M. Chairmn, |
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nean, first of all, you know, we serve at the pleasure
of the Board. So, if you want us back at every neeti ng,
we’ 1l be back at every neeting.

KAREN MCDONALD: Yes. Exactly.

LETON HARDING  Secondly, Karen and | were

di scussing, to give you an exanple...an idea, | nean,
ri ght now our bank has about $71, 000,000 in Fed funds,
which basically what that means 1is it’s in our own
over ni ght money which we’re earning 20 basis points on.
But, again, we view and value the long termrelationship
of the Board and this account wth not only the bank,
but also the trust division. What | shared with Karen
is if it’s the pleasure of the Board to continue, you
know, this process at these interest rates, we wll be
happy to do so for the Board and for the fund. Again,
that’s purely your decision. You know, I think on the
next page Karen actually has the latest Treasury rates
and, Karen, | think you even have the two year Treasury
rate there. You mght want to share that with the Board
as well. So---.

KAREN MCDONALD: Because of the anticipation of

nore Federal Reserve qualitative easing which wll
require purchasing nore long term Treasurers, we don’t

anticipate rates to be going up. But at today’s date,
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the 2 year Treasury is earning 35 basis points. This is
not witten on your page. The two year is earning 35
basis points compared to our 25 basis points that we’re
earning in a liquid account. The 5 year Treasury is
earning 1.1% and the 10 year Treasury is earning 2.51%
When | was speaking with our noney manager this norning,
he said a Johnson and Johnson 10 year bond is yielding
| ess than a dividend provided by Johnson and Johnson
st ock. So, that’s the state that we’re 1in at the
moment . I'’ve even read that the 10 year Treasury
depending on the quality of easing that the Federal
Reserve does that the 10 year may nove as low as 2%
So, we are looking at what I’'m reading at least into
2012 very, very conservative interest rates. So, |
think the Board can consider...put that in your hat as
you make deci sions going forward for 2011.

MARY QUI LLEN: M. Chairman, | have just---.
BUTCH LAMBERT: ©Ms. Quill en.

MARY QUI LLEN: ---one question. At the

beginning of January when we’re looking at these first
| nvestnments in the CEDARS, do you recommend that we
continue the sanme process of half of them for 6 nonths
and half for 12 nonths if the market stays what it is?

KAREN MCDONALD: Well, | think my question back

37




to you would be do you anticipate any certain |evel of
distributions where we’re keeping about 14,000,000
| i qui d. That w1l increase as these mature. I's
14, 000, 000 enough liquidity and if it is, then yes we
could easily do half of the 980 at 1 year and the other
at 6 months at the same rates that we’ve been offering.

MARY QUI LLEN:. Wll, of course, one of the

things that we continue to really work toward is, you
know, increasing the distribution...increasing it.

KAREN MCDONALD: Ri ght.

MARY QUI LLEN: So, that’s really, you know, 4
hard call of what---.
LETON HARDING But | do think, M. Qillen,

that in terns of...you know, basically you have what
about a million dollars at 6 months. Every month you’re
going to have a mllion dollars. So, when you factor in
t he anmount that you might have in the conpletely liquid
account. Secondly, the fact that...let’s say that you
were to continue this process, you would have naybe
right around a mllion dollars a nonths com ng due and
then also the contributions to the plan, which, you
know, can come in and out as well. So, it’s...it’s...1if
you stay a shorter term maybe...you know, like | said, 1

vear, you’re not really going out and taking an extreme
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amount of risk. It’s all FDIC insured. We understand
that, you know, 1it’s very important to get the best
yvield vyou can. That’s probably the reason we try to
docunent very much for the Board what currently in the
market place versus, you know, what we’re offering. You
know, our feeling would be or our hope would be over
ti me, you know, th rates would increase and then we get,
you know...the Trust Departnent they increase vyield.
The bad news to the bank would be if we wanted to keep
yvour money we would have to bid it up. But that’s fine.
W do that all the tinme with all of our clients and
customers. So, 1it’s...there’s not necessarily a right
or wrong answer here. It’s Jjust reaching that
equi l i brium point, that confort level that the Board
would have as far as we’re getting the most yield we can
Wi t hout sacrificing any kind of liquidity needs to nmake
di stri butions.

MARY QUI LLEN: Right. Well, that’s exactly]

what, you know, our thoughts are too and what are
concerns are. W want to be sure that we do, you know,
have the funds available if, you know, we are successful
in getting these distributions up because it has
| ncreased over the last year considerably. And, of

course, you all have noticed that in your distributions.
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So, you know, we...that’s our goal, you know,
consistently is to try and increase those distributions,
but at the sanme tine we want to try and earn the maxi mun
anmount of interest that we can and still, you know --.

DEBBIE DAVIS: And plus you would see an

I ncrease in the anount of dollars that would be maturing
cone July with the 6 nonth CD--.
MARY QUI LLEN: Ri ght.

DEBBI E DAVI S: - --purchase.
LETON HARDI NG And the 12 nonths. And, Ms.

Quillen, if you want to | eave your noney with us at one-
quarter percent instead of half percent, I’'m not opposed
to that.

KAREN MCDONALD: Well...and just |ooking at the

average annual vyield, when you look at the July to
Septenber, | did not right this nunber down for you.
But the average annual yield on the 26,000,000 at the
limted investnents that we had at Septenber the 30th,
the yield is just slightly above the 25 basis points
that we have 1in the interest bearing accounts. It’s
2798. Wien you |l ook at the full investnent at Decenber
the 31st, we’re up another 10 basis points because of
the decisions that we’ve made and that’s 3536 instead of

t he 25. So, that covers our fees right there, you know,
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You’ve got...that’s extra money to take back. So, if
the Board feels like it can...that 14,000,000 or even
10, 000,000 is enough liquidity nonth to nonth because
each nonth there will be new noney maturi ng.

MARY QUI LLEN: Ri ght.

KAREN MCDONALD: And we can stop it at any tine,

t he new purchases. But it is to your advantage and to
t he beneficiaries advantage to renain invested.

MARY QUILLEN: Right. And these...the CEDARS

certificates seem to be the safest and the npbst secure
plus the interest is again double.

LETON HARDING Well, Ms. Quillen, let ne...the

CEDARS certificate rates, of course, are set by the bank
as CD rates or savings rates are set by any...by any
bank. The Treasury rates are, you know, basically set
by the market. So, again, it’s...you know, we’ve made a
consci ous decision wth the great majority of all the
public entities that we work with, the counties, cities
and the Virginia Gas and G| Board to sort of get to a

point where we say, look, we’'re going to keep rates

maybe somewhat above market. But 1f we can’t make
money at those rates, then that’s...you know, that’s our
| ssue.

MARY QU LLEN: Right. Right.
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DONNI E RATLI FF: M. Chai r man.
BUTCH LAMBERT: M. Ratliff.

DONNI E RATLI FF: The largest here that we’ve had

di sbursenment is about 2.4 mllion?
DAVI D ASBURY: 1. 65.
DONNI E RATLIFF: So, if we tripled that, we

woul d still be under 5. So, you know, the gane plan
t hat has been presented is certainly sound in mmnd. |
mean, we’'re...we're...we’re stakeholders in trying to
protect the public’s mind and to protect the correlative
rights. I think it’s prudent to keep investing at the
rate that we are.

KAREN MCDONALD: So, M. Ratliff, would you

suggest that we do anynore than the maturing 980,000
each nmonth? W are initially doing twice the 980, 000 at
a 6 nonth and a 12 nonth. Are you suggesting that we
m ght be a little nore aggressive?

DONNI E RATLI FF: | think so. Yeah.

KAREN MCDONALD: At least for...for a 3 nonth

peri od, maybe the first quarter of 2011---7?

DEBBI E DAVI S: Continue what we’re doing.

KAREN MCDONALD: ---continue what we’re doing

with a 6 nonth and a 12 nonth of 980---?
LETON HARDING O the possibility also...lI

42




nmean, again, as Karen said, if the Board woul d reconmend

that, well, we’re comfortable with this process 1in

addition...Karen, I think in terms of what we’re doing

currently that you could nodify that upwards instead of

doing it...what vyou’re doing right now 1is basically

2, 000, 000 nonth, is that correct? WlIlIl, not---.
DEBBIE DAVIS: Tt’s 1.96---.

LETON HARDI NG: Well, it’s 1.96. So, I mean,

t heoretically, you could take it on up to 3,000, 000.
You could do a mllion and a half in different
categories or you could do 4,000,000. But...or...like I
said, it’s...it is FDIC insured. You are basically, at
a mninmum doubling your rate wth the 6 nonth
certificates. | think the key question is the Board
establishing a floor at which you feel that we’re very
conf ortabl e Wt h this nunber relative to our
di sbursenments. Then as that noney starts com ng due and
we conme to you and we present the «current rate
envi ronnment and what other options there are, you know,
in the future that may not include CEDARS. It mght be
nore Treasurers or other kind of kind of governnment
agency bonds that have a great vyield. | can tell
you. ..l nean, at sone point, you know, if that occurs

that’s okay with us because I'm only making 20 basis
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poi nts and (inaudi ble) 50 basis points.

MARY QUILLEN: Treasury bills just nake nme a

|[ittl e nervous.

DONNI E RATLI FF: You don’t trust Washington.

(Laughs.)
LETON HARDING Well, | just use that as an

exanple, Ms. Quillen.
MARY QUI LLEN: R ght. R ght. Yeah. And

t his---.
KAREN MCDONALD: And in this environnent there

I s considered a bubble in the price of Treasuries.

MARY QUI LLEN: Exactly. And this...l just feel

| i ke this is secured---.

LETON HARDI NG So, to summarize---.

KAREN MCDONALD: This is...everyone w ns.

MARY QUI LLEN: Exactly. R ght.

LETON HARDING | think to summmarize from our

prospective, we’re currently following the Board’s
di rections and investing 1.96 mllion. Hal f of that
goes into a 6 nonth certificate at a half percent and
the other half goes into a 12 nonth certificate at a
hal f percent.

DEBBI E DAVI S: 65.

LETON HARDI NG: 65, I’'m sorry. So, 15 basis
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points more. So, again, with the Board’s agreement, we
woul d sinply continue. Secondl y, any noneys that are
comng due sinply redeploy that back into those sane
certificates at the sane rate, if it’s the pleasure of
t he Board. The third conponent, as M. Ratliff has
raised, is in addition to that, in other words, keep
doing it and then when the noney cones due just redepl oy
It back in the sane investnents is that you may want to
| ncrease the amounts that you have from...I’'m going to
use around about 2,000,000 to any nunber above that
3, 000, 000 or 4,000,000 is your pleasure. So, basically
the strategy that we’re doing right now is we’re still
depl oyi ng new noney, but cone the first of the year
we’1ll have money start coming due and we have to renew
that if that’s the pleasure of the Board.

MARY QUILLEN. Well, based on the infornation

from M. Asbury on what our average has been, | tend to
agree with M. Ratliff that, you know, we may want to
| ncrease that.

BILL HARRIS: M. Chairnman.

BUTCH LAMBERT: M. Harris.

Bl LL HARRI S: Even if we doubled what we’re now

putting in CEDARS that...I’'m looking at the...I guess,

the first sheet that says 5.8 mllion.
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KAREN  MCDONALD: The Septenber...the July

t hr ough- - -.

Bl LL HARRI S: I guess, I'm looking at
t he...yeah---.

LETON HARDING July 1 through Septenber. Uh-
huh.

BILL HARRIS: Through Septenber, yeah. | f
we...yes, the heading there. If we even doubled that,

considering how safe this appears to be, I don’t know
what the rest of the Board feels, but that...you know,
we would take money out of the one that’s at the 25
basi s points and that would nove into a 50 or a 65 basis
poi nts.

DEBBI E DAVI S: Ri ght.

LETON HARDI NG Yes, sir.

BILL HARRIS: Now, I don’t know. I’'m not a

noney nmanager. But it seens to ne that that would still
leave us with enough money that’s liquid that we would
be abl e to nake di sbursenents.

LETON HARDING And, M. Harris, if you would

| ook at the next page, | think what Karen has prepared
for the Board and for staff is if we continue, again, to
pursue the directive to this point and continue that

t hrough the end of the year, we will have invested right
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at 12,000,000 and that will take you to 14, 000, 000, but
then |ike you said the issue becones, okay, cone January
the 1st you have that 980,000 that conmes due and we
woul d sinply renew that at the current rates. Then as
yvou’ve described, Mr. Harris, vyou’ve got this...you
would be left wth roughly 14 and a quarter mllion
dollars. That’s maybe an excess amount and you make a
determ nation, do we want to put another 4,000,000 or
6, 000, 000 over tine into the certificate of deposits.
So...or a greater nunber or a |essor nunber at the
pl easure of the Board.

KAREN MCDONALD: And we do not have to wait

until January 1.
LETON HARDI NG No.
KAREN MCDONALD: We have made a purchase for the

first week of October. We can purchase them weekly.
SO, we could increase the investment at the Board’s
I nstruction for the remainder of October and Novenber
and Decenber if you want to take a little nore
aggr essi ve action.

LETON HARDING | think that the structure that

Karen has presented to you is an historical structure
I nterns of buying bonds. It’s what’s called laddering

our certificate of deposits so that vyou don’t get
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yoursel f stuck, you know, when rates are dropping and

miss that opportunity. We don’t anticipate rates going
down . Well, these are our rates and we’ll guarantee
them. We don’t anticipate rates going up. So, from a

traditional kind of |addering standpoint, you know,
there’s no real advantage in my mind, I guess, at
holding it outside the fact that if, you know, sonething
happens tonorrow unbeknownst to any of us, you know,
that drives rates up, sone kind of catastrophe or other
activity, it could drive rates up and you woul d say, oh,
ny gosh if we would have just waited we could have
carned a little bit more. We don’t see that really
happening in the market. So, you are giving up vyield
ri ght now by continuing to gradually put into the market
understand t hat. There is value to that in case rates
did move up though, you wouldn’t be kicking yourself and
sayi ng, oh, if we had just waited, we could have earned
a little bit nore noney. So, as Karen said, this is
flexible...this 1is Jjust a schedule that we’ve done at
this point in time. It’s not in concrete. We can do
anyt hi ng that the Board directs us to do.

BRUCE PRATHER: M. Chairman, | have a question

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER This is all predicated on the
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basis that the incone comng in from the producers is

essentially going to be the same every month, isn’t 1it?

LETON HARDI NG No, sir. From our prospective,

you know, you have at this point in time, roughly
$26, 000, 000- - -.
BRUCE PRATHER: Ri ght .

LETON HARDI NG  ---under managenent. You wl|

di rect us to nmeke distributions and those distributions,
I guess, are regardless of whatever comes in. All we'’re
trying to do at this point is to raise $26,000,000 or
$28, 000, 000 or $13,000,000 to try to achieve the best
yield we can while maintaining the needed liquidity that
the Board would like to have to nmake distributions to
your beneficiaries.

DEBBIE DAVIS: In Karen’s totals, she hasn’t

t aken into consideration new moneys coming in. It’s at
basi cally what we are right at to date.

BRUCE PRATHER: Then all you’re working with is

what already is in the account?

DEBBI E DAVIS: Wiat is already there.

BRUCE PRATHER: Okay. Ckay.

DEBBI E DAVI S: There’s not taken into

consi deration the new noneys com ng in.

BRUCE PRATHER: Wl |, what | was really thinking
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about woul d be in the event that there was a big drop on
a nmonthly basis for 6 nonths of inconme comng in---.

DEBBI E DAVIS: Right. And see we’re not taking

t hat i nto---.

BRUCE PRATHER: ---there’s no way I would want

to---.

MARY QUI LLEN: It would not effect this. Thi s

is what’s already on hand.

LETON HARDING No, sir. And---.

DEBBIE DAVI S: It’s what’s there today.

LETON HARDI NG Yes, sir. And, M. Prather,---.
BRUCE PRATHER: Oh, okay.

LETON HARDI NG ---the point you make also is

that each nonth currently based upon the current
investment structure, vyou have a $1,000,000 that’s
com ng due effective January the 1st. So, even if you
had a drop in receipts and vyou increased your
di stributions and all of a sudden, you know, you gave
out whatever the quality was, the mllions of dollars
that were in the liquid account, you’ve got a $1,000,000
every nonth also to work with.

BRUCE PRATHER: Well, what | would really like

to know in the event there was a drastic drop of the

anount of noney coming in, the Board would sure want to
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know about it.

LETON HARDI NG: Well, I don’t know, Mr. Prather,

the ability---.
DEBBI E DAVIS: Wl ---.

LETON HARDI NG ---of the Board to borrow

noney, but if you needed to distribute $26, 000,000 in 30
days, I’d be happy to make you a loan and secure it with
t hese certificates of deposits.

DEBBIE DAVIS: Wll, you all do receive ny

nont hl y spreadsheet that shows what noneys is comng in

nont hl y.

BRUCE PRATHER: Ri ght.

MARY QUI LLEN: Un- huh.

BRUCE PRATHER: Right. All I'm saying if we get
nore aggressive, | want to know if---.

LETON HARDI NG Yes, sir.

DEBBI E DAVI S: Ri ght.

BRUCE PRATHER: ---the inconme drops---.

Bl LL HARRI S: We’re covered still.

DEBBIE DAVIS: Well, the incone will remain the

same because we’ve promised you those rates.

BRUCE PRATHER: Ri ght.

DEBBI E DAVIS: | wunderstand what the producers

what they’re giving us.
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BRUCE PRATHER: Ri ght.

DEBBI E DAVI S: So, you’ll see that each month as

to what moneys I’ve received.

BRUCE PRATHER: All right. That’s good.

BUTCH LAMBERT: And if the Board is okay wth,

what | would like to do is to carry this over for one
nmonth and let us...let the Board nmenbers have a chance
to think about the options being presented and we can
bring it back for a vote.

DEBBI E DAVI S: kay.
BUTCH LAMBERT: Ckay.

LETON HARDING And, M. Chairman, if | may,

what | would say to you is we would nake a pledge here
today to the Board and staff that the rates that Karen
has shown you it would continue through March the 31st,
2011. At that point, you know, we can conme back and
based on market conditions nake a presentation to you if
we felt |ike we needed to nake any changes to the rates.

BUTCH LAMBERT: So, | guess, to continue on

until we carry it over we’'re where we are?

LETON HARDI NG Yes, sir.

BUTCH LAMBERT: Okay. Ckay.
KAREN MCDONALD: Yes.

DEBBI E DAVIS: Wuld you all like for us to cone
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back next nonth or---?

BUTCH LAMBERT: | think that...yes, absolutely.

DEBBI E DAVI S: Okay. That’s fine. We’1ll put

t hat on our cal endar.

BUTCH LAMBERT: If that’s possibly, we would

appreciate it.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: Thank you for the presentation.

It was very helpful. 1It’s always a pleasure to have you
f ol ks.
KAREN MCDONALD: Thank you.

BUTCH LAMBERT: Okay, |adies and gentlenen, at

this time, we’re going to take a 10 minute break and
we’ll resume at 20 after.
(Break.)

BUTCH LAMBERT: Ladies and gentlemen, i1it’s 25

af ter. W went a few minutes over. So, 1t’s time to
get started back. We’ve had a request for one more
public coment that she assured us would take no nore
than 5 mnutes and we have her on a clock. So, M.
Quilliam and you are on the clock and M. Asbury wll
forcibly renove you if it takes |onger than 5 m nutes.

MARTHA QGUI LLI AM | can handle the stress.

Martha QGuilliam Ellen, Virginia, heir to the Linkous
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Horn Estate. | am very unhappy. I  know that the
Board’s powers are limited. I have to respect that.
But with the business on the reporting from the bank

they come in here and tell us these little things. I’'ve
heard a whole lot of things this morning that I don’t
agree with. I'm sure that we all have at some time or
anot her been nenbers of a credit union. | know how ny
credit union works. W even have |ike every six nonths
or so or at | ease once a year a place where we can go in
and di scuss things with them because the credit union is
made up of noney from the nenbers. W own...you know,
t he noney still belongs to us. One of the things that’s
maki ng ne very, very unhappy and it has for a while...

think I’ve spoken with Mr. Asbury and any politician
that’s asking for my vote that’s the first thing we go
to. Of course, I won’t <call his name, Dbut your
Congressman in this area has told ne that his hands are
tied. He can’t do anything about. But I know for a
fact that he voted for these operators to cone in here
and drill the wells. So, I don’t think his hands was
very tied then. So, ny best hope is that he wll
repl aced because the next one that cones in he has
prom sed at |least to look at it. | do feel |like, we the

people, this noney does not belong to the Board...well,
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maybe sonme nenbers. But as a whole, it does not bel ong
to the Board. It does not belong to M. Asbury and M.
Davis and it does not belong to Consol or CNX or the
others. These are the two that I deal with. I don’'t
know about the others or the governnent. But | think
that we, the people, who the noney, this nopney bel ongs
to us, we should have sone input in where it...what bank
it’s put 1in and how it’s invested and how it’s
di stri buted out and when there are checks witten for
peopl e that sign off and agree to give themhalf so that
t hey can have the other half of what already belongs to
them, but they’ve got to pay 50% interest to collect
t heir noney. They wi sh we need to have...and there have
been nmenbers of our own famly that have gotten checks.
VW should have a statenent from that to see when the
accounts are going down or going up. | have noney

SunTrust Bank in Roanoke and they send ne a statenent

every single month. There’s not a month that goes by.
Plus they have a hot...24 hour hot hotline that | can
call and get any information on an account that | want.

This is one thing that sonething really, really needs to
be done about. W need to have sonme say in this noney.
That is one of the things that | am hollering the

loudest about. I’ve been coming here for 14 vyears.
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Si nce these escrow accounts have been set up, | have
never had any input. \Wen they were here this norning,
I'm not blaming the Board because I know that you can’t
do but so nuch, but we should have had a tine that every

| and owner in the building should have had a chance to

gquestion. | have several questions that | would like to
ask them. I came here from Salem. I don’t...I cannot
drive down here every day. I can’t take a day and go to
the Dbank 1in Lebanon. Although, I respect...I'm more

happy that’s it there then where it was before. But if

| have a question, | feel like | should be allowed to
ask it. | feel like |I deserve an answer. And one nore
thing, | do wish the gentleman was here that was here
was | ast week. | grew up on this property in Buchanan
County, every member of our family. We’ve had like 24
menbers involved one way or another. Everyone of us
have lived on that property. As we speak, we have 6

generations in our famly that we can go back that we
personally know |ike 8 generations who were old when we
got here. But they grew up there. If you go to the
G undy Courthouse and see ny Grandpa WII Stilwell, who
Is nmy great, great grandfather by Linkous Horn. It was
hi s grandfather. Wen he sold this property or sold the

coal rights to this property reserving everything else
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for hinself, this water was fine. We know that fron
1883. In the last 20 years, since 1990, the water has
been...it’s undrinkable. You know, you either have to
get on the city water, which is not even available to
everybody at this tine. Yeah, it does cone out of the
specked. I’11 be glad to take you places even now where
it comes out and it |looks like iron rust and all of that
st uf f. These things did not happen before the gas
operator...before the coal operators cone on because it
has been a | ot of damage since the ‘40s. But the damage
that the coal operators didn’t do, the gas...the people
that drill the gas wells have finished it off.

BUTCH LAMBERT: Ms. Cuilliam thank you.

MARTHA GUILLI AM  Thank you, M. Chairnman, very

much.

BUTCH LAMBERT: May | rem nd you that this Board

af forded you this opportunity this tinme, but from this
point forward you will need to be here for the public
comment period?

MARTHA GUI LLI AM Yes, sir. | was in a traffic

j am
BUTCH LAMBERT: Okay.
MARTHA GUI LLI AM: I’'m very sorry.

BUTCH LAMBERT: Thank you.
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MARTHA GUILLIAM In Christiansburg it was rush

hour .

BUTCH LAMBERT: The next item on the docket is
I tem nunber three. A petition from EQI Production
Conpany requesti ng di sbur senent of funds and

aut hori zation of direct paynent of royalties fron
coal bed nethane unit gas unit VC 536190. This is docket
nunber VGOB-06-1114-1761-01. Al parties wshing to
testify, please cone forward.

JIM KAISER M. Chairnman, Jim Kaiser and Rita

Barrett on behalf of EQI Producti on.
(Rita Barrett is duly sworn.)

BUTCH LAMBERT: You may proceed.

R TA BARRETT

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q Ms. Barrett, we’re here today as the
oper at or of well nunber VC-536190, is that correct?

A That’s correct.

Q And we’re here to ask that some escrowed

funds be disbursed in regards to the account for Tract 1
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Wi thin this unit?

A Yes.

Q And has everybody been notified as
requi red by statute?

A They have.

Q And are we disbursing all of these funds

i n escrow from Tract 1?

A No, we’re not. It’s a portion of all of]
the funds...it’s a portion of the funds in Tract 1.
Q (kay. And does the Board have a copy of

a2 spreadsheet that we’ve prepared?

A They do.

Q kay. And do we...would we direct their
attention to the last colum end fromthe right...end of

t he right side?

A Yes.

Q The owner’s percentage in escrow?

A Correct.

Q kay. And is that the colum that they

shoul d focus on---7?

A Yes.

Q ---for purposes of disbursenent?

A That’s correct.

Q And have all the owners represented in
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t hat spreadsheet signed a split agreenent for a 75/25

split?

A They have.

Q And do your nunbers reconcile with the
banks?

A They do.

Q And would you also ask that if this

order of disbursenent or request for disbursenent is
approved that going forward the operator be directed to
pay the royalties directly to the parties listed in the
spr eadsheet ?

A Yes.

JIM KAISER Nothing further at this tine, M.

Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAISER: We’d ask that the petition be

approved as submtted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
DONNI E RATLI FF: Second.
BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
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(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Kaiser. It’s

appr oved.

JI' M KAI SER: Thank you.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: Calling item nunber four on the

docket. A petition from CNX Gas Conpany, LLC requesting
di sbursement of funds and authorization of direct
paynent for all royalties on coal bed nethane unit...gas
unit AA-8. This is docket nunber VGOB-90-1010-0032-07.
Al | parties wishing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

(Anita Duty is duly sworn.)

ANI TA DUTY

having been duly sworn, was examned and testified as

fol | ows:
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DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q State your nanme for us, Anita.

A Anita Duty.

Q Who do you work for?

A CNX Land Resources.

Q What’s your title?

A Pool i ng supervi sor.

Q Wth regard to this di sbur senent

application today, did you participate in preparing the
petition and getting the notice out and preparing the
exhi bits?

A Yes.

Q And this application pertains to unit

AA- 8, correct?

A Yes.
Q And | f t he Boar d approves t he
di sbursenment, there will still be an escrow requirenent,

I s that correct?
A That’s correct.
Q Ckay. Because only a portion of the
noneys on hand are subjected to this disbursenent
request ?

A Yes.

62




Q Wat tract are we tal king about ?
A 1B
Q kay. And IS t he request for

di sbur senment based upon an agreenent?

A Yes.

Q Have you seen that agreenent?

A | have.

Q And what does it provide in terns of the
di vi si on?

A 50/ 50.

Q kay. And have you prepared an escrow

cal cul ation reflecting that 50/ 50 agreenent?
A Yes.

Q It should be the |ast page of what the
Board has, | think.

A It is.
Q kay. First of all, did you neke a
conpari son between the operators paynent records and the
bank’s deposit records?

A Yes.

Q And when you nmde that conparison, did
you do it as of a particular date?

A July the 31st, 2010.

Q kay. And having made that conpari son,
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what did you | earn?

A They were in bal ance.

Q (kay. The coal parties to the agreenent
are whonf

A Harrison-Watt.

Q And the oil and gas parties to the

agr eenent are who?

A. Alice Elliott, John Jackson and Wanda

Q Ckay. And the total balance in escrow
on July the 31st, 2010 was what anount ?

A $15, 403. 05.

Q Okay. And have you set forth in owner’s
percentage of escrow the percentages that the escrow
agent should use at the tine the di sbursenent is nade?
A Yes.

Q And for Harrison-Watt what percentage
shoul d t he escrow agent use?

A 9.7429%

Q Ckay. And for Alice Mae Elliott and
John E. Jackson, what percentage should the agent use?
A 4. 0595 each.

Q Ckay. And then with regard to Wanda




A 1.6238%

Q And have you reported the wells
contributing to this escrow account ?

A Yes. AA-8.

Q Ckay. And have...are you also asking
the Board that wth regard to the acreage and
percentages that we’re talking about in Tract 1B
pertaining to this particular disbursenent that the
operator be allowed to be four people, one conpany and
three individuals, directly in the future?

A Yes.

Q Have you provided the Board wth a
revised Exhibit E that would apply after the requested
di sbur senent s occur?

A | have.

Q And have you also provided the Board
Wi th a Revised Exhibit EE?

A Yes.

MARK SWARTZ: I think that’s all I have, Mr.

Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.
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BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT: Opposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: Thank vyou, Mr. Swartz. It’s
appr oved. One abstention, Ms. Dye. Calling iten

nunber five, a petition from CNX Gas Conpany, LLQ
requesti ng disbursenent of funds and authorization of
di rect paynent of royalties for coal bed net hane gas unit
BB- 8, docket nunber VGOB-90-1010-0033-07. Al parties
W shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY
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having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane for us

agai n, Anita.

A Anita Duty.
Q What’s your job title?
A Pool i ng supervi sor.

Q Wre vyou in charge of and did vyou
participate in preparing this mscellaneous petition and
the rel ated exhi bits?

A Yes.

Q Dd you actually make a conparison of
the operator’s payment records and the bank’s deposit
records?

A | did.

Q And did you prepare a tract by tract
escrow cal culation in that regard?

A Yes.

Q And is that, again, the |ast page of
this exhibit?

A Yes.

Q W tal ked about a witten agreenent in
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the prior application and it |ooks |ike we have the sane
peopl e that we just spoke about earlier?

A Yes.

Q And they have a witten agreenent that

woul d al so pertain to this unit BB-8, is that correct?

A That’s correct.

Q Is it also a 50/50 witten agreenent?

A Yes.

Q And, again, we’re not seeking to close

out the escrow account, we’re seeking a disbursement of
j ust a piece of it, right?

A That’s right.

Q And what’s the tract that we have 1in
m nd here?

A 2C.

Q And with regard to 2C, when you conpared
the deposit records of the operator to the bank’s
records into the escrow account for BB-8, what did you
| ear n?

A They were in bal ance.

Q kay. And did you do that conparison as
of a date ascertain?

A July the 31st, 2010.

Q And what was the total amount in the
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escrow account for BB-8 as of that point?
A $26, 113. 38.

Q Ckay. And have you given the Board the
percentage that the escrow agent should use if this
di sbursenent request is approved wth regard to 4
portion of 2C?

A Yes.

Q And with regard to Harrison-Watt, what

percent should the agent use?

A 9. 7429%

Q The same percent as the last tineg,
ri ght?

A Yes.

Q For Alice Mae Elliott and  Johnny

Jackson, what percent?

A 4. 0595%

Q For both of thenf

A For bot h.

Q And then Wanda Arns?

A 1.6238%

Q The wells contributing this escrow

account are?
A BB-8 and BB- 8A.

Q And after the disbursenents are made,
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are you requesting that the Board authorize the operator
to pay these four folks directly?

A Yes.

Q Have you also provided with regard to
this unit a revised Exhibit EE?
A Yes.

Q And a revised Exhibit E that would
reflect the status after these disbursenents are nade?
A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

DONNI E RATLI FF: M. Chai r man.

BUTCH LAMBERT: M. Ratliff.

DONNI E RATLI FF: This nunber matches w th what

the balance is in the bank. \When that bal ance...do you
ever find situations when they don’t balance and you
have to go back and reconcil e?

ANI TA DUTY: Were deposits aren’t put in...3d

lot of these units that we’ve done, we’ve reconciled
them and we’ve done these over and over and over again.
So, it’s mostly the newer deposits that we check. So,
we have in the past found that there was...there have
been checks in the wong pl ace.

MARK SWARTZ: Occasionally, we’ve been before
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the Board to nove noney from one escrow account to
anot her because that has happened. So, yeah,
occasional ly it happens.

DONNI E RATLI FF: Do you know how that happens?

Is it the deposit is wong in the bank or is it the

bank’s records are wrong or is it your records?

ANI TA DUTY: Probably the majority of the tine

it’s posted to the wrong account or even on our side,
maybe the VGOB nunber is incorrect on the check or
something...or something...it’s different. It just
depends.

DONNI E RATLI FF: That’s all, Mr. Chairman.

BUTCH LAMBERT: Thank you, M. Ratliff. Any

further questions?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by
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sayi ng yes.

(Al menbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank
vou, Mr. Swartz. It’s approved. Calling docket item

nunber six, a petition from CNX Gas Conpany, LLC for
requesti ng disbursenent of funds and authorization of
direct paynent of royalties from coalbed nethane
unit...gas unit AY-114, docket nunber VGOB-01-0821-0916-
01. All parties wshing to testify, please cone
f orward

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane
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agai n.

A Anita Duty.

Q Your job title?

A Pool i ng supervi sor.

Q Wre vyou in <charge of an did vyou

participate in the preparation of this petition and the

rel ated exhi bits?

A Yes.

Q We’re talking about what unit?

A AY- 114,

Q And we’re talking about what tract?
A 4...a portion of 4.

Q Ckay. So, th escrow account would need
to be maintained even if this disbursenent occurs?
A Yes.

Q kay. Is the basis...the basis for the
di sbursenment request, a witten agreenent or is it

sonmet hi ng el se?

A W were unable to locate M. Dye at one
poi nt and---.

Q Ckay.

A ---now we’ve located him.

Q Ckay. So, we escrowed because of an

unknown or an unlocateable and we’ve got that person and
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the money can come out and that’s the reason?

A Yes.
Q Okay. It’s not a conflict situation?
A Ri ght. And at the sanme tine, we had

noney there for Bostic Coal Conpany that could be paid

that we realized when we were | ooking at the account.

Q Ckay. That was also not really in
conflict?

A Ri ght .

Q kay. And did you conpare the bank

records and your deposit records with regard to this
unit as well?

A | did.

Q As of 7/31/20107

A Yes.

Q And were they in agreenent?

A They were.

Q And what was the balance in the escrow

account for the whole unit AY-114 as of that date?

A $68, 012. 40.

Q kay. And, obviously, we can see here
that given the amount that you’re asking to be disbursed
it’s roughly a third of that?
A Yes.
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Q kay. What percentage should the
Board’s escrow agent use to make the disbursement from

this escrow account to H C. Bostic Coal ?

A 24. 3888%

Q Ckay. And the Bernie Darien Dye?

A 8. 5876%

Q kay. And are you requesting that the

escrow agent use those percentages at the tinme the
di sbursenment is made to cal cul ate the dollars due?
A Yes.

Q And are you also requesting that the
Board all ow the operator to pay these two folks directly
in the future?

A Yes.
Q The well or wells contributing to the
escrow account are?

A AY-114.

Q I think that’s all I have, Mr. Chairman.
Ch, and al so, have you given us a revised Exhibit E to
reflect what the situation...the escrow situation would
be after you pay these two fol ks?

A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?
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BlILL HARRIS: M. Chairnman.
MARY QUI LLEN: Go ahead.
BUTCH LAMBERT: M. Harris.

BILL HARRI'S: Coul d you just address these...the

Pocahont as seam and these percentages and the notation
t hat you have there?

ANI TA DUTY: The way that we calculate the

ownership of the coal is to look at the conpletion
report and what was stinulated and take the total...|
guess, the total thickness of the coal that was
stimul ated and then that particular piece of Pocahontas
and just do an average.

Bl LL HARRI S: And that’s because of the

di fferent---7?

ANI TA DUTY: A percent age.

BILL HARRIS: Oh. Yes, okay. And that’s

because o the different ownership of the oil and gas in
t he Pocahontas seam is that---?

ANI TA DUTY: Well, he owns his entire one-fifth

interest in oil and gas. But on the coal side, he only
owns the Pocahontas seans. He sold all of his other
i nterest in the coal.

BILL HARRIS: So, the 8.5876 is due to his

owner shi p there?
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ANI TA DUTY: Right at the top, there’s a column

that says percent of coal except Pocahontas and a
percent of coal...or a percent of Pocahontas. Those two
t ogether cone up to a 100%

BILL HARRIS: To a 100% Yeah, okay.

ANI TA DUTY: So, out of that percentage he owns

j ust 8% of that...his one-fifth of that percentage is
hi s nunber.

Bl LL HARRI' S: Thank you.

BUTCH LAMBERT: Ms. Quill en.

MARY QUI LLEN: That was ny question. Thank you.

DAVI D ASBURY: Mr. Chairman, I’ve got---.

BUTCH LAMBERT: M. Asbury.

DAVID ASBURY: This is not a split agreenent,

correct?

ANI TA DUTY: No, this was just an address

unknown.

DAVI D ASBURY: Just an addr ess unknown.

They...do they have any agreenent wth the coa
oper at or ?

ANI TA DUTY: He owns that piece in fee.

DAVI D ASBURY: In fee?

ANI TA DUTY: Yes.

DAVI D ASBURY: kay. All right. Thank you.
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BUTCH LAMBERT: Any further questions?

(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

Bl LL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank
yvou, Mr. Swartz. It’s approved. The next item is item

seven. A petition from CNX Gas Conpany, LLC requesting
di sbursement of funds and authorization of direct
paynment of royalties from coal bed nethane gas unit AX-
114, docket nunber VGOB-01-0116-0859-01. Al parties
W shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.
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BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, state your nanme for us again
pl ease.

A Anita Duty.

Q What’s your title?

A Pool i ng supervi sor.

Q For?

A CNX Land Resources.

Q kay. And did you either prepare or

supervise the preparation of the petition and rel ated
exhi bits today?

A Yes.

Q Ckay. What unit are we tal king about in
t his application?

A AX-114.

Q And are we...what tracts are we talking

about ?
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A A portion of Tract 4.

Q kay. So, that would nean then that if
it’s a portion that the escrow account would survive
t hese di sbursenents?

A Yes.

Q And we have the sane reasons here that
you tal ked about in the last application with regard to

M. Dye and Bostic Coal Conpany, correct?

A Yes.
Q So, we have located him and discovered
that we could pay Bostic directly. Have you revised

Exhi bit E a post di sbursenent escrow requirenent?
A Yes.
Q Ckay. Have you also given the Board 4
tract by tract escrow cal cul ation through July the 31st,

20107

A | have.
Q To do that, did you conpare the
operator’s payment records with the bank’s...the escrow

agent’s deposit records?

A Yes.

Q And when you did that, what did you
| ear n?

A They were in bal ance.
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Q Ckay. Wat was...what is...was the
total anount on deposit with regard to AX-114 on July
t he 31st?

A $16, 254. 84.
Q And have you provided in your tract by
tract escrow calculation a percentage that the escrow
agent should use at the tine the disbursenent is nmade to

cal cul ate the doll ars due Bostic Coal ?

A Yes.

Q And what’s that percentage?

A 3.0827%

Q And then with regard to Mr. Dye, what'’s

t he percentage the escrow agent should use?
A 1.38%

Q And going forward, are you asking the
Board to allow the operator to pay these two folKks
directly with regard to these interests that are being
di sbur sed?

A Yes.

Q And what well or wells contributed to
t his escrow account ?

A AX-114.

Q And to anticipate...well, j ust to

complete the record, vyou’ve got a coal excluding
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Pocahontas and then vyou’ve got a Pocahontas seam

percentage as well, correct?

A Yes.

Q Those nunbers add up to a 100?

A Yes.

Q A 100% | shoul d say?

A Yes.

Q kay. And do you actually allocate the
production from the well or well...or from the well

based on coal thicknesses?
A Yes.

Q And the result are those percentages and
t hen that backs into the nunbers due or the percentages
for Bostic and Dye, correct?
A Yes, it is.
Q ls Dye...just for exanple, is his
interest in the coal solely a piece of the Pocahontas
seantf?

A Yes.

MARK SWARTZ: Okay. I think that’s all I have,
M. Chairman.

BUTCH LAMBERT: Questions fromthe Board?

KATIE DYE: M. Chairman, | have a question---.
BUTCH LAMBERT: M's. Dye.
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KATI E DYE: ---for M. Asbury. In | ooking at
the plat in this application, it shows it to be an
Cakwood Field, but only 58.7 acres. Is that a makeup
uni t?

DAVI D ASBURY: I'm not sure, Mrs. Dye.

KATIE DYE: Well, typically, our Oakwood are
80s, right?
DAVI D ASBURY: It could have been. The ori ginal

plat was 58.7 acres in the order of April, 2001. It was
al so identified as an Oakwood Fi el d.

ANI TA DUTY: I believe it’ a Middle Ridge Field

unit. I think that’s---.
SHARON PI GEON: M ddl e R dge, did you say?
ANI TA DUTY: Yes.

DAVI D ASBURY: It’s in Russell County. So, 1t

Wi || be Mddle R dge rather than Cakwood.

DONNI E RATLI FF: Good catch, Ms. Dye.

DAVI D ASBURY: Excellent catch.

BUTCH LAMBERT: Any further questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

DONNI E RATLI FF: Mbtion to approve.

MARY QUI LLEN: Second.
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BUTCH LAMBERT: Wth corrected exhibit---?

DONNI E RATLI FF: Wth the correction, yes.
BUTCH LAMBERT: Okay.

MARK SWARTZ: I’'m not sure we can correct the

exhibit. W can give you an corrected exhibit, but we’d
have to go back...this is what’s on file. Do you want
to anmend the pooling order?

DAVI D ASBURY: The...let nme nmake double sure.

The original order of April of 2001 identified it as New
Garden District Mddle Ridge I.
MARK SWARTZ: Well, so it was right in the

ori gi nal order?

DAVI D ASBURY: The order...front order is Mddle

Ri dge. The plat still is Oakwood.
ANI TA DUTY: This is the sane plat that appeared

in that in that.

MARK SWARTZ: Right. What I'm saying is we had

to go---.

DAVI D ASBURY: You have to go back to the

original order and nodify it.

MARK SWARTZ: I'm not sure that...do vyou

understand what I’'m saying?

BUTCH LAMBERT: Yeah, | under st and.

MARK SWARTZ: So, if you want to...if you want
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to put in a provision when you draft the order that you
modifying the original order to include the plat, we’re
good to go. But | just want to make sure just giving
vou a plat doesn’t fix---.

BUTCH LAMBERT: Ri ght.

MARK SWARTZ: Ckay. So, go ahead and give

t hem - -.

DAVI D ASBURY: We have to nodify the original
order, the supplenental, and then the disbursenent. I's
t hat---7?

ANI TA DUTY: Include it as part of the---.

MARK SWARTZ: Let’s just do it as one order.

DAVI D ASBURY: Yes. That’s what I’'m saying.

DIANE DAVIS: Do it under the di sbursenent.
BUTCH LAMBERT: Okay. Al right.

MARK SWARTZ: So, she will get you the revised

exhi bit and then you can sol ve the problem

DAVI D ASBURY: Change it.

MARK SWARTZ: Ckay.

BUTCH LAMBERT: Ckay.

SHARON PIGEON: It should state that i1t 1is

correcting the plat and not revising the plat because
that’s what we’re doing.

DAVI D ASBURY: Yes, ma’am.
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BUTCH LAMBERT: Okay. So, go back---.

MARK SWARTZ: Well, you could even say 1it’s 4

corrected | egend, which would even be better.

SHARON PI GEON: We could even say that’s even

better.
BUTCH LAMBERT: Ckay. So, we have a notion to

approve with a corrected | egend.

MARK SWARTZ: Ri ght.

BUTCH LAMBERT: Do | have a second?

Bl LL HARRI S: Second. I think...I’'m not sure if

it was---.

BUTCH LA